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Progress Toward Convertibility 


In a paper presented to the Sixteenth Congress of 
the International Chamber of Commerce in Naples, 
Mr. E.M. Bernstein, Director of the Department of Re- 
search and Statistics of the International Monetary Fund, 
discussed the present status of exchange controls of 
members of the Fund and the steps that have been taken 
toward convertibility. Surveys made by the Fund show 
that real progress has been made toward eliminating the 
exchange controls that hamper world trade, although the 
progress has not been without interruption. 

The exchange regulations in many countries confer 
far-reaching powers on the authorities. The restrictive 
significance of these regulations, however, depends on the 
manner in which they are exercised. Even when the reg- 
ulations have remained formally unchanged, they have in 
practice been extensively modified by permitting many 
transactions that were previously restricted. For example, 
in most Western European countries the elaborate frame- 
work of exchange control now has little restrictive effect, 
and even transactions with the dollar area have become 
considerably easier. The growth of world trade, and the 
considerable increase in the exports of the United States 
and Canada since 1950, are concrete evidence of the 
progress made in the past five years. 

In most countries there is no difficulty in transferring 
all payments for current transactions. In a few countries, 
however, importers who have been licensed to purchase 
goods abroad may be unable to obtain official exchange 
to pay for such imports. Similarly, foreign investors may 
be unable to transfer the current earnings of their invest- 
ment. The failure to provide foreign exchange to transfer 
such payments is equivalent to blocking the proceeds of 
current transactions. The elimination of this type of 
restriction on transfers would be of great practical im- 
portance to countries with large payments arrears and to 
their trading partners. A policy of remitting promptly all 
current payments is an essential part of a world trading 
system under which each country can use the proceeds 
of its exports to pay for its imports. It is gratifying to 
note that a prompt remittance system has been success- 
fully established in a number of Latin American countries. 

An essential step in removing all exchange obstacles to 
the free flow of trade is the establishment of convertibility 
of currencies for all current international payments. 
Such a movement is centered on the currencies widely 
used in world trade—in the first instance the U.S. dollar 
and sterling, and secondarily the currencies of other 


great trading countries. The convertibility of the U.S. 
dollar has provided a sound base on which to build a 
world payments system in the postwar period. The 
convertibility of sterling is necessary to broaden and 
strengthen this base. Furthermore, if sterling were made 
convertible, most of the other great trading countries 
would promptly follow the lead of the United Kingdom. 

In the past few years, notable progress has been made 
toward convertibility. While only ten members of the 
Fund, all in the dollar area, have made their currencies 
formally convertible in accordance with the Fund’s 
Articles of Agreement, most of the great trading cur- 
rencies have acquired a high degree of de facto converti- 
bility. For a considerable period, the transferability of 
sterling has been extended to practically all non-dollar 
countries; and other important European currencies have 
equal or nearly equal transferability. At the same time, 
these currencies have been steadily approaching equiv- 
alence to U.S. dollars in free exchange markets. For 
example, since February 1955 transfera>le account ster- 
ling has been traded against U.S. dollars at a discount 
of only about 1 or 2 per cent in the free exchange markets 
in Ziirich, New York, and elsewhere. 

Progress has also been made toward reducing discrim- 
ination against dollar imports. In some countries of 
Western Europe, for example, dollar discrimination is 
now negligible or nonexistent. In the United Kingdom, 
most raw materials and foodstuffs may be imported with- 
out discrimination either from dollar or non-dollar coun- 
tries; and in other sterling area countries, a substantial 
part of imports is bought on a competitive price basis. 

It is sometimes said that international reserves are not 
adequate to enable the great trading countries to remove 
exchange controls and to establish currency convertibility. 
It should be emphasized that currency convertibility 
depends primarily on a strong payments position rather 
than on any precise amount of reserves. Even very large 
reserves can soon be dissipated if the underlying economic 
position of a country is weak. On the other hand, a 
strong currency will enable a country to sustain any tem- 
porary adversity in international payments and grad- 
ually to accumulate reserves. 

Only a few years ago, a number of countries made their 
first great strides toward relaxing exchange restrictions, 
depending upon the Fund to help them in time of need. 
Since then, the gold and dollar reserves of countries out- 
side the United States have increased by more than the 
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total resources of the Fund. Although some countries 
have not shared in this general increase, this fact should 
not prevent them from moving toward convertibility if 
their payments positions become strong. The Fund’s re- 
sources are available to help countries that are relaxing 
exchange controls and moving toward the establishment 
of convertible currencies. If world trade continues to 
grow, if currencies continue to be strong, the steady 
progress toward the elimination of restrictions and dis- 
criminations will not be impeded by a lack of reserves. 

The improvement in international payments and the 
relaxation of exchange controls is to a large extent due 
to the revival of monetary and fiscal policy and the estab- 
lishment of realistic exchange rates that enable countries 
to compete in world markets. The Fund has been in- 
sistent that the elimination of exchange controls that 
hamper. world trade is essential to a prosperous world 
economy. Beyond that, the Fund has urged on its mem- 
bers the importance of avoiding inflation as the necessary 
condition for a strong payments position. 

It is gratifying to see the extent to which countries now 
rely on monetary and fiscal policies to restrain inflation 
and to keep their payments in order. Even the difficulties 
and uncertainties caused by the closing of the Suez Canal 


did not result in any marked intensification of exchange 


IBRD Loan to 


The International Bank for Reconstruction and Devel- 
opment, in participation with other investors, on May 15 
made a loan equivalent to US$15 million to the Finance 
Corporation for National Reconstruction (Herstelbank) 
of the Netherlands. The loan will provide the Herstelbank 
with additional capital for lending to enterprises for in- 
dustry, transport, and commerce. The total amount of 
participation in the loan by other investors is $5 million, 
representing portions of all six maturities which fall due 
from November 1959 through May 1962. Those partici- 
pating in the loan are the Netherlands Trading Society, 
Amsterdamsche Bank, Twentsche Bank, Rotterdamsche 
Bank, Swiss Bank Corporation, Philadelphia National 
Bank, Grace National Bank, and National Shawmut Bank 
of Boston. The four Dutch banks are participating for the 
account of other investors as well as for their own account. 

The Herstelbank, which is owned jointly by the Gov- 
ernment and institutional investors and private concerns 
in the Netherlands, was founded in 1945 to help in 
mobilizing the capital required to restore productive 
facilities and to develop industry further. Since then it 
has played a significant part in the financing of indus- 
trial and commercial enterprises for which sufficient 
capital could not be obtained through normal channels. 
Of its outstanding commitments of 568 million guilders 
at the end of 1956, more than three quarters represented 
loans for the construction of ships and shipyards and for 
the metal-working, aircraft, automotive, and chemical 


controls. Instead, greater reliance was placed on taxation 
and credit restraints. And in this, governments have had 
a surprisingly large measure of support from the public. 
The fact is that people are tired of inflation and resentful 
of exchange controls. They are ready to support their 
governments in policies that will halt the persistent rise 
in prices and avoid recurrent difficulties in international 
payments. 


The importance of constant vigilance in avoiding infla- 


tion should not be underestimated. Every country with a 
high level of employment and of investment is exposed 
to inflationary pressures. The test of economic states- 
manship is a willingness to reduce government spending 
when there is an increase in private expenditure and to 
restrain the creation of bank credit when savings are 


Nothing could 
be more dangerous than the view that mild inflation can 


inadequate to meet investment demand. 


do no harm. It is especially dangerous for countries to 
assume that a rise in their prices and costs will not result 
in payments difficulties because of a similar rise in dollar 
prices. The dollar countries, in particular the United 
States and Canada, have shown a determination and a 
capacity to deal with the problem of inflation that should 


inspire similar action in other countries. 


the Netherlands 


industries. These industries export a large part of their 
output; they have played a central role in the remarkable 
postwar recovery and growth of the Netherlands economy. 

The Herstelbank finances its operations mainly from 
its own resources, supplementing them from time to time 
by borrowing. In recent years, the Herstelbank has made 
a number of relatively large loans, notably for ship con- 
struction, and repayments of earlier loans will not be at 
disbursements 
scheduled for the next year or two. The new World Bank 


a rate fast enough to cover the heavy 


loan will provide the additional capital needed. 

The loan is for five years and bears interest of 5°. per 
cent, including the 1 per cent commission which the 
Bank allocates to its special reserve. Amortization will 
be in six semiannual installments beginning November 15, 
1959 and ending May 15, 1962. The loan is guaranteed 
by the Kingdom of the Netherlands. 

This is the second loan made by the Bank to the 
Herstelbank. A loan of $15 million was made in 1949 to 
finance imports of equipment for the reconstruction or 
modernization of plant in a wide variety of Dutch indus- 
tries. At the request of the Herstelbank, $7.55 million 
of this loan was subsequently canceled. The amount now 
outstanding is $3,527,000, representing $2,980,000 held 
by the World Bank and $547,000 by other investors. 
Source: International Bank for Reconstruction and De- 

velopment, Press Release, Washington, D.C., 
May 15, 1957. 
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Reductions in French Government Expenditure 


The French Government, which in early 1957 had 
been directed by the National Assembly to reduce total 
government expenditure by F 250 billion, has decided to 
cut current civil expenditure by F 25 billion, capital 
expenditure by F 50 billion, and military expenditure by 
F 66 billion. As a consequence, the budget deficit proper, 
which was estimated at F 630 billion for 1957, 
reduced to F 489 billion. Moreover, the Government has 


will be 


decided not to carry out an expenditure of F 109 billion, 
which does not appear in the budget but which is borne 
by the Treasury to the extent that it is not financed 
directly in the capital market. This amount includes 
particularly the Economic and Social Development Fund 
(F 28 billion) and the Highway Fund. As a result of 
these measures, the total demand of the Government on 
the capital market in 1957 should be reduced by F 250 
billion. 


Source: Le Monde, Paris, France, May 4, 1957. 


Belgian Purchase from the Fund 


On April 5, the Belgian Government purchased from 
the International Monetary Fund US$50 million with 
Belgian francs. This is the first transaction under a 
stand-by arrangement, concluded on June 19, 1952 be- 
tween the Belgian Government and the Fund, which per- 
mitted Belgium to purchase with its own currency on a 
revolving basis up to the equivalent of US$50 million in 
currencies held by the Fund. The expiration date of the 
arrangement is June 1957. 

Source: Agence Economique et Financiére, Brussels, Bel- 


gium, May 2, 1957. 


Norwegian Barter Arrangement with U.K. 


The Norwegian Ministry of Trade has approved an- 
other barter arrangement allowing an extra quota of 
U.K. cars to be imported into Norway (see this News 
Survey, Vol. IX, p. 302). 
group of U.K. car manufacturers has agreed to buy car 
tires, worth a little over NKr 1 million, from a Nor- 


Under the arrangement, a 


wegian concern in the course of a year, in exchange for 

permission to sell in Norway cars over and above those 

imported under the normal quota arrangement. 

Source: The Financial Times, London, England, May 8, 
1957. 


Swedish Government Budget 


In a supplementary budget message to Parliament, 
Sweden’s Minister of Finance states that the operating 
budget for the present fiscal year (July 1, 1956-June 30, 


1957) is expected to show an over-all deficit of about 
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SKr 400 million, against SKr 225 million as estimated 
in January of this year (see this News Survey, Vol. IX, 
p. 
ary 1956, it was estimated that there would be a surplus 


223). When the budget was introduced in Janu- 
of about SKr 500 million. Thus, the government accounts 
are now expected to be about SKr 900 million worse than 
originally estimated. Since. among other things, various 
receipts are to be blocked in the Riksbank, it is esti- 
mated that SKr 870 million will have to be borrowed in 
fiscal 1956-57. Originally. the Minister of Finance had 
expressed the opinion that it would not be necessary to 
raise funds in the market in the present fiscal year. 

With regard to the 1957-58 budget, the Minister now 
estimates that there will be an over-all deficit of SKr 157 
million, and it will be necessary to borrow about SKr 532 
million in the market. Since the 1957-58 budget was first 
submitted in January 1957, showing an over-all deficit 
of SKr 282 million, the Government has proposed various 
taxes, effective July 1, 1957, on fuel (oil, gasoline, coal 
and coke, etc.) and electricity, which are expected to 
yield SKr 375 million per year. In addition, excise taxes 
on cigarettes are to be increased, yielding SKr 50 million 
annually. But as an existing excise tax on electricity for 
industrial use is to be abolished and the Government 
intends to abolish the present 12 per cent investment levy 
at the end of 1957, the net increase in government rev- 
enue is expected to be substantially less than SKr 425 
million, on an annual basis. These factors account in 
part for the fact that, despite the new taxes, the deficit 
in the 1957-58 budget is now estimated to be only SKr 125 
million less than the January estimate. 

The Minister of Finance states that it is not possible 
to abandon the present restrictive monetary policy. On 
the other hand, further measures are not considered 
necessary, as prices have become more stable and the 
balance of payments on goods and services account has 
improved. The main effect of the restrictive policy has 
been a reduction in the lending possibilities of the banks, 
and this causes serious concern in regard to the further 
expansion of vital production facilities. The goal must 
be an over-all balance in the government budget, and. 
since it was not possible to reduce expenditures, it was 
necessary to raise additional revenue through new tax 
measures. 

Source: Svenska Dagbladet, Stockholm, Sweden, May 6, 


1957. 


Relaxation of West German Credit Restrictions 

The Central Bank Courcil in the Federal Republic of 
Germany has decided to relax some of the monetary 
restrictions imposed in April. The rediscount ceilings of 
credit institutions are to be reduced by credits taken up 
abroad only when such credits are not used to finance 
If this 


modification had not been made. importers would have 


the import, including transit, of foreign goods. 











352 





INTERNATIONAL FinanciaL News Survey, May 17, 1957 


rnmmmnnnnnnnnnnnnnnnnnnnnnmnnne nea ee eee een nr  SSSSE 






had to seek recourse either by taking up foreign credits 
directly, i.e., bypassing German banks, or by using DM 
credits. Direct foreign refinancing would have encoun- 
tered difficulties, whereas internal financing of imports 
would, in view of the high domestic interest rates, have 
increased the cost of imports by up to 3 per cent. Since 
the present economic policy of the Federal Government 
is aimed at facilitating imports, the Central Bank Council 
has rescinded this part of its restrictive measures im- 
posed on May ce 1957. 

Neue Ziircher 
May 7, 1957. 


Source: Zeitung, Ziirich, Switzerland, 


Polish Exchange Rate 


The Polish Press Agency has announced that the Polish 
zloty has been devalued by one third in relation to the 
Soviet ruble, effective May 1. 


Z| 1.50 per ruble, whereas previously the zloty and the 


The new exchange rate is 


ruble had been at par. If this devaluation is in relation 
to the ruble alone, and appiies only to certain service 
transactions, particularly tourism, it is comparable to the 
introduction, as of February 11, 1957, of a special ex- 
change rate of Z| 24 per U.S. dollar, applicable to almost 
all current transactions, other than merchandise trade 
and connected services. with countries outside the Soviet 


bloc (see this News Survey. Vol. IX. p. 209). 
Ziircher Ziirich, 
May 2, 1957. 


Source: Neue Zeitung, Switzerland, 


Economic Situation in Poland 


Economic developments in Poland during the first 
quarter of 1957 were strongly influenced by the increase 
in the money incomes of the population. After the wage 
increases which had been made in 1956, the total annual 
wage bill, including pensions and similar payments, 
amounted to Zl 120.5 billion. The comparable figure for 
1957 (on the assumption of a 100 per cent fulfillment of 
the production plan) is estimated at Z] 134 billion. The 
wage bill in the first quarter of 1957 was 28.5 per cent 
larger than in the first quarter of 1956. Incomes of 
farmers are expected to increase this year to Zl] 39.7 
billion, from Zl 32.1 billion in 1956, mostly as a result 
of larger purchases of agricultural products by the state 
trade organizations at free market prices and smaller 
compulsory deliveries at regulated prices. 

In the first quarter of this year, retail sales by publicly 
owned retail stores were 12 per cent greater than had 
been expected and 24.5 per cent above such sales in the 
first quarter of 1956. The increased demand was met 
without significant price rises (except for some increases 
in prices of some producer goods supplied to farmers), 
primarily as a result of larger production of industrial 
consumer goods, larger total sales of foodstuffs by farm- 


ers, and a decrease in inventories in January and Febru- 
ary (in March, inventories increased somewhat). Imports 
of consumer goods also seem to have increased, although 
they remained much below the plan and the volume of 
foreign exchange made available for this purpose. An- 
other factor responsible for the absence of major dis- 
turbances on the market was the increase in the cash 
balances of the population, attributable to the rapid 
increase in the number of private shops and retail stores, 
and to the revival of the interest of private farmers in 
saving, to finance investment on their farms. Private 
savings deposits (apparently mostly of the nonfarm pop- 
ulation) increased in the first quarter of 1957 by Zl 957 
million, or as much as during the entire year 1956. 

Great stress is laid by the Government on preventing 
further increases in wages. There are, however, reports 
that the “discipline of wages” is often not properly main- 
tained. The Parliament recently passed a law canceling 
claims of workers and employees, running into several 
billion zlotys, on account of unpaid premiums for efh- 
ciency, overtime, etc., during the past years. 

Since production seems to exceed the planned levels, 
the wage bill may rise further. It is also expected that 
money incomes of farmers will continue to increase. 
Maintenance of equilibrium in the market will depend 
on the volume of production and of imports. It will also 
be necessary to increase sales of investment and producer 
goods to farmers, although they are already much higher 
than a year ago. 

Sources: Zycie Gospodarcze, April 7, 1957. and Trybuna 
Ludu, March 30 and April 15, 1957, Warsaw, 
Poland; Polish Embassy, Polish Facts and Fig- 


ures, London, England, April 20, 1957. 


Middle East 


Exchange Control Between the Sudan and Egypt 


The Sudanese Ministry of Finance and Economics has 
announced exchange control in respect of all transactions 
with Egypt, effective April 7. The transfer of money to 
Egypt, which previously had been permitted quite freely, 
will now be allowed only after permission has been ob- 
tained from the Ministry of Finance and Economics. 
Only money orders of up to LSd 10 may be sent through 
any post office without formality. Imports to and exports 
from Egypt will be subject to the same regulations that 
have previously existed in trade with other countries. 

The Egyptian Ministry of Finance has restricted im- 
ports into Egypt from the Sudan, and instructions have 
been issued to all Egyptian customs stations that con- 
signments are not to be released except against licenses. 
Source: Information Centre of the Republic of the Sudan, 
News Bulletin, Khartoum, Sudan, April 15, 1957. 
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Agricultural Bank of the Sudan 
The Agricultural Bank Bill of 1956, recently passed by 


the Sudanese Parliament, provides for the creation of an 
Asricultural Credit Bank, to be established by decree of 
the Minister of Finance as soon as all preparations are 
completed. The entire capital of LSd 5 million will be 
paid by the Government. Of this total, LSd 2 million will 
be paid immediately upon the establishment of the bank 
and the remainder at a future date and at a rate to be 
determined by the Minister of Finance; however, the bank 
may call on the Government for subscriptions of up to 
LSd 500,000 annually. Azainst the initial contribution 
of LSd 2 million will be debited the agricultural loans 
outstanding to the Government as well as any property 
transferred to the bank, provided that the Government 
continues to bear the loss on any defaults. It is estimated 
that outstanding loans now amount to about LSd 750,000. 

Management of the bank will be entrusted to a Board 
of Directors of seven members—the Managing Director, 
representatives of the Ministry of Finance and Economics, 
the Ministry of Agriculture, and the Ministry of Social 
Affairs, and three private citizens selected for their broad 
or special knowledge of economic conditions in the 
Sudan. 

The bank may accept both demand and time deposits. 
Its credit operations will be of three types: short-term 
loans with maturities of up to 15 months; medium-term 
loans of up to five years’ maturity; and long-term loans 


of up to ten years’ maturity. 


Source: Ministry of Finance and Economics, Draft Bill 
for an Agricultural Bank of the Sudan, Khar- 
toum, Sudan, 1956. 


Import Licensing in Saudi Arabia 


A Saudi Arabian Government decree dated April 8, 
1957 requires prior licenses for all imports into the 
country. In addition, no imports may be effected except 
through the opening of letters of credit. Imports that 
left foreign ports before April 8 are not subject to 


these conditions. 
Source: Le Commerce du 


April 13, 1957. 


Levant, Beirut, Lebanon. 


Economic Agreement Between Saudi Arabia and Syria 


Under an agreement with Syria, the Saudi Arabian 
Government has undertaken to encourage Syrian imports 
and to exempt them from the prior license requirement 
(see item above, “Import Licensing in Saudi Arabia’). 
Also, the Saudi Arabian customs authorities will recog- 
nize all bills and invoices certified by Syrian authorities 
as legal. The Syrian Government for its part has agreed 
to authorize the transit of Saudi Arabian vehicles carry- 


ing goods from or to Lebanon. 


The Central Bank of Syria will open a current account 
in Syrian pounds in the name of the Saudi Arabian 
Monetary Agency. Syrian and other currencies resulting 
from the operations and transfers 
Monetary 
account will be noninterest-bearing and no commission 

fee will be charged by the Central Bank. 


rate of the riyal has been fixed temporarily at 1 riyal= 


: , ae 
of the Saudi Arabian 


Agency will be paid into this account. The 


The exchange 


0.95 Syrian pound. 


Source Le 


April 24, 1957. 


Commerce 


du Levant, Beirut. Lebanon, 


Far East 
India’s Food Position 


India’s Food Minister has stated that recent 


press re- 
ports regarding the gravity of the domestic food situation 
The Government has ample stocks of 


foodgrains to meet any 


were exaggerated 


emergency anywhere in the 


country. Moreover, India will import 1.5 million tons of 
wheat from the United States before September of this 


year. 


There have been some difficulties in Bihar and 


Uttar Pradesh, mainly owing to last year’s floods and a 


breakdown of local transportation facilities, but these 
are of a temporary character and are being overcome. 


The Minister estimated that wheat production this 


year is likely to reach the high figure of 8.8 million tons, 
» 
\ 


against 8.3 million tons in 1955-56. Rice production is 


expected to exceed 28 million tons, compared with 26.6 
million tons last year. The principal damage has been in 
coarse grains, including maize and jowar. and this has 
resulted in some increase in demand for wheat and rice. 


Source: The Times of India, Bombay, India, April 29, 
1957. 


Indian-Egyptian Trade 


The Governments of India and Egypt have agreed to 
constitute a special rupee account to be operated by the 
State Trading Corporation of India, to provide easy pay- 
ment facilities to exporters and importers. The account, 


which was opened on April 24. will be used for the 


purchase of cotton and cement from Egypt and a variety 
of products from India. 


India will import from Egypt 20.000 bales of long- 


staple cotton, valued at about Rs 
million) ; 


50 million (US$10.5 
Egypt will use the proceeds to buy jute goods, 
tea, pepper, tobacco. and a range of engineering and 
pharmaceutical products from India. The cotton will be 
imported against contracts approved by the Textile Com- 
missioner, whereas exports of Indian goods will be paid 
for through the special account against contracts regis- 
tered with the State Trading Corporation. 


Source: Reserve Bank of India. Indian 


Bombay, India, May 1, 1957. 


Neu s Digest. 





Ceylon’s Gold and Foreign Exchange Assets 


Ceylon’s gold and foreign exchange assets fell by Rs 53 
illion (US$11 million) in the first quarter of 1957. At 
the end of the quarter, they amounted to Rs 1,126.3 mil- 
lion ($236.5 million). The decline in March, which 
amounted to Rs 28.6 million ($6 million), was the fifth 
successive monthly decline. 
Source: The Financial Times, London, England, May 9, 
1957. 


Cotton Textile Industry for Ceylon 


Plans are being developed for the establishment of 
large-scale textile factories in Ceylon, with an annual 
production capacity of 85 million yards of cotton tex- 
tiles, the amount now imported each year. The plan is 
to establish within five years five spinning mills with 
25,000 spindles each. Also, power loom and hand loom 
units will be established. At first, cotton will be im- 
ported from Egypt and other countries. Eventually, about 
100.000 acres of land will be brought under cultivation 
to produce the required 30 million pounds of cotton. 


Source: Ceylon News, Colombo, Ceylon, April 18, 1957. 


Taiwan's Foreign Trade 


Foreign exchange settlement figures show that Taiwan’s 
trade surplus increased from the equivalent of US$10.8 
million in the first quarter of 1956 to some US$21 million 
in the first quarter of this year. Both exports and imports 
gained in value. Exports rose from $35.5 million to 
$49.0 million, while imports (excluding U.S. aid arrivals) 
increased from $24.7 million to $28.0 million. 

Source: Chinese News Service, Press Release, New York, 


N.Y., April 30, 1957. 
Japanese Tea Supply 


Japanese production of tea in 1956 amounted to 156 
million pounds, 3 per cent less than in 1955. Output of 
all types, except green tea, decreased, owing to late unsea- 
sonable frosts, fine plucking, and a shift in production 
from black tea, for which the export demand had de- 
creased, to green tea for domestic consumption. Although 
the change in plucking and in the kind of tea produced 
resulted in a smaller quantity, the quality was improved. 

Exports of tea in 1956, at 22.6 million pounds, were 
29 per cent less than in 1955. Green tea exports fell by 
16 per cent and black tea exports by more than 50 per 
cent; the former encountered increased competition from 
Mainland China, and the quality of the latter compared 
unfavorably with that of other exporters. Export prices 
of both green and black tea averaged US$0.278 per pound 
in 1956, which was 5 per cent and 16 per cent, respec- 
tively, less than the price a year earlier. Imports of tea, 


principally black tea, were 1.5 million pounds or 12 per 
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cent below those in 1955; Ceylon was the principal 
supplier. 

Domestic consumption of tea increased from 122.6 
million pounds in 1955 to 136.7 million pounds in 1956, 
Consumption of imported black tea exceeded that of 


BALANCE OF PAYMENTS YEARBOOKS 


Volumes 8 and 9 


Two Yearbooks will be issued in the next 12 
months. Volume 8, containing the latest revised 
data for 1950-54, will be published as a bound 
volume in early 1958. Volume 9, published as a series 
of loose-leaf sections beginning in May 1957, will 
contain data for 1955-first half 1957. When com- 
pleted, Volumes 8 and 9, together with Volume 5, 
will provide a comprehensive record of the most re- 
cent balance of payments data available for the 
period 1947-first half 1957. 

Volume & 

Volume 8, like Volume 5, will be a base book. It 
will contain the latest revised basic statistics for 
1950-54, with comprehensive explanatory notes, for 
about 70 countries; these data will replace those 
published in earlier volumes. It also will contain a 
systematic statement of the concepts and definitions 
employed throughout the Yearbook series. 

The 1950-54 data in Volume 8 will be given on a 
global basis only. Revisions of the regional classi- 
fications in Volumes 5, 6, and 7 will not be published, 
since the unrevised regional statements in these 
volumes provide for most countries an adequate indi- 
cation of the geographic distribution of their inter- 
national transactions. 

Price for the bound Volume 8 will be $5.00 (or the 
equivalent in other currencies). 


Volume 9 


Volume 9 will continue the loose-leaf system used 
for Volume 7. It will contain basic statistics, with 
explanatory notes, for the years 1955 and 1956 for 
about 70 countries; regional details for about two 
thirds of these countries; and figures for the first 
halves of 1956 and 1957 for the countries that report 
such data. In addition, it will include consolidated 
area statements for such country groups as the 
United States and Canada, the sterling area, OEEC 
countries, and the Latin American Republics; and 
summary statements, expressed in U.S. dollars and 
covering several years, for most individual countries. 

The first loose-leaf sections of Volume 9 were is- 
sued in May 1957 and the last will be issued in 
March 1958. Price for this volume, which will cover 
all the loose-leaf sections, will be $5.00 (or the equiv- 
alent in other currencies). A binder for filing the 
loose-leaf sections may be purchased separately for 
$3.50. NO BOUND VOLUME WILL BE AVAIL- 
ABLE. 


Address orders to 
The Secretary 


INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D.C. 
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domestically grown black tea, as the former is of superior 
quality. Since October 1956, import licenses for black 
tea have been granted to only those packers who would 
blend the imported with the domestic product in a ratio 
of 77 to 23. Stocks at the end of 1956 amounted to 57.4 
million pounds, or 1.8 million pounds less than stocks at 
the end of 1955, the decrease reflecting not only smaller 
exports but also the drop in production and imports. 
Source: Department of Agriculture, Foreign Agriculture 
Circular, Washington, D.C., April 29, 1957. 


Philippine Exchange Legislation 


The Philippine Congress has approved legislation 
which authorizes an export retention quota system. Un- 
less vetoed by the President, the new measure would allow 
producer-exporters of export commodities to retain vary- 
ing percentages of their export earnings, depending on 
the commodity. Import certificates equivalent to the al- 
lowable percentage of the export value would be issued, 
entitling the holder to an equivalent amount of foreign 
exchange from the Central Bank. The import certificates 
would be salable to the highest bidder, and could be used 
to import any goods other than those specifically banned 
from importation. Under the present system, all export 
earnings must be surrendered to the Central Bank in 
exchange for pesos at the official rate of P 2 per US. 
dollar. The new measure, therefore, could have the effect 
of partially devaluing the peso, the curb market rate for 
which is currently P 3.45 per dollar. 

The legislation sets up three classes of export, together 
with the corresponding allowable percentages of their 
export earnings that could be retained: (1) newly mined 
gold (i.e., sales to the Central Bank at the official price 
of $35 per ounce)—100 per cent of receipts; (2) goods 
whose total value in 1952 did not exceed $3 million and 
goods subject to quotas as provided in the trade agree- 
ment with the United States (sugar, cordage, coconut oil, 
cigars, etc.) if sold to other countries after the U.S. 
quotas have been filled—80 per cent of receipts; and 
(3) goods whose total value in 1952 exceeded $3 million 
and goods under U.S. quotas—15 per cent of receipts. 
Source: The Journal of Commerce, New York, N.Y., 

May 10, 1957. 


United States and Canada 
U.S. Barfer Program 


The U.S. Department of Agriculture has announced a 
temporary suspension of new contracts for the barter of 
surplus agricultural commodities, effective May 1, 1957. 
The action was taken in connection with a general policy 
review of the barter program, which will seek to deter- 
mine the efficacy of the program in expanding farm 
exports. There has been growing concern that, like other 


government-sponsored programs, the barter operation 


may have become a substitute for cash sales of farm 

products. Barter operations may also be adding larger- 

than-needed amounts to stockpiles of strategic com- 

modities. 

Source: The Journal of Commerce, New York, N.Y., 
May 8, 1957. 


Business Activity in Canada 


Net profits after taxes of 356 typical Canadian corpo- 
Almost 
21 per cent of the profits was distributed to shareholders, 


rations increased more than 12 per cent in 1956. 


slightly less than in 1955, so that the dollar amounts 
distributed increased by only 9 per cent. The rate of 
profits on the book value of invested capital was about 
11 per cent, almost the same as in 1955, since heavy 
investment had raised the total book value by about 
10 per cent over the year. 

A classification by three-month periods shows a slow- 
ing down of the rate of increase in profits during 1956, 
compared with the same periods in the previous year. 
To a certain extent, this was due to the high level of 
activity that had already been reached in the last months 
of 1955; profits actually dropped during the fourth 
quarter of 1956 in some branches, especially wood and 
paper manufacturing, mining, quarrying, and oil wells. 
Over the full year, however, all industrial groups except 
lumber and beverages shared in the profit increase, with 
the textile industry, merchandising, transportation, oils, 
and iron and steel showing the largest gains. 

Source: The Financial Post, Toronto, Canada, May 11, 
1957. 


Canada’s Assistance fo Less Developed Countries 


Canada spent over $900,000 on experts and trainees 
from less developed countries in the fiscal year 1955-56, 
an increase of almost 40 per cent over comparable fig- 
ures for the preceding year. A further increase is expected 
for 1956-57. The number of trainees received in Canada 


grew steadily during the 18 months up to the end of the 


calendar year 1956. In the same period, about 115 


Canadian experts were serving in different countries of 
the world. 

Under the Colombo Plan, general allotments of funds 
reached $26.4 million in 1955-56. Capital assistance was 
given to India, Pakistan, Ceylon, Burma, and Cambodia. 
mainly for the development of basic industries and trans- 
port and harbor facilities, and for biological and scien- 
tific research. Over the five years of Canada’s participa- 
tion in the Colombo Plan, $68 million of capital assist- 
ance has been made available to India, $48 million to 
Pakistan, and $8 million to Ceylon. (See also this News 


Survey, Vol. IX, p. 218.) 


Source: Department of Trade and Commerce, Annual 
Report, 1956, Ottawa, Canada. 





Other Countries 


Australian Credit Policy 


The Commonwealth Bank of Australia has advised the 
major trading banks that any over-all relaxation in credit 
policy would not be appropriate at present, but that it is 
no longer necessary for total advances of the banking 
system to fall further, apart from normal seasonal varia- 
tions. Restrictions on advances for the expansion of 
hire-purchase will continue, but it will be left to the 
discretion of the banks themselves, within the limits of 
general policy, to determine the allocation of loans for 
other purposes. 

The Commonwealth Bank’s statement followed a pro- 
longed period of credit restraint, during which advances 
to the private sector fell from £A 930 million in Octo- 
ber 1955 to £A 830 million in March 1957. Since Au- 
gust 1956, deposits have increased by £A 190 million, 
reaching £A 1,603 million in March 1957. 

Source: The Financial Times, London, England, May 8, 


1957. 


Australian Foreign Trade 


Australian exports, excluding gold shipments, in the 
first nine months of the fiscal year 1956-57 were £A 197 
million greater than imports. In the corresponding months 
of the previous year, imports had exceeded exports by 
£A 83 million. 


export proceeds were higher wool prices and an increase 


Significant factors in the increase in 


in the quantities of wool, wheat and flour, sugar, and iron 
and steel products exported. The increase in the volume 


of wool exported, from 887 million pounds in the 


1955-56 period to 1,050 million pounds in the corre- 
sponding months of 1956-57, reflects both the larger wool 
clip this year and the shipment of some wool sold in 
1955-56 but held back because of an industrial dispute. 
The value of wool exports in the nine months to 
March 1957 amounted to £A 364 million, compared with 
£A 244 million in the nine months of the previous year. 
Exports of wheat and flour were valued at £A 69 million, 


compared with £A 45 million in the earlier period. 


Source: Treasury Information Bulletin, Canberra, Aus- 
tralia, April 1957. 


Industrial Finance Corporation in South Africa 


Dr. de Kock, Governor of the South African Reserve 
Bank, has announced that a new industrial finance cor- 
poration is being set up in South Africa, with the Reserve 
Bank taking a leading part in the project. Participation 
has been offered to commercial banks, insurance com- 
panies, mining houses, and other financial institutions. 


In a speech to the Association of Trust Companies in 
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South Africa, Dr. de Kock said that the country’s econ- 
omy appeared to warrant a change of emphasis from 
restriction to encouragement of private initiative and 
enterprise. At present, South Africa’s internal and ex- 
ternal economic situation would appear to be sound and 
more stable than it has been for some time but, after a 
period of exceptionally rapid development, there is as 
always the danger that the pendulum may swing too 
much in the other direction, if not checked in time. The 
change of emphasis in the Reserve Bank’s attitude has 
taken place, not because a stimulus to private capital 
outlays is considered an immediate necessity, since the 
economy is still fully extended, but because it takes con- 
siderable time to plan new projects and complete prepara- 
tions. 

The Governor drew attention to the fact that the 
Reserve Bank’s gold and foreign exchange holdings had 
increased by £12.5 million between the end of April 1956 
and April 1957, against a decrease of £15.5 million in 
the preceding 12 months. The improvement in the 
reserve position was not derived from any increase in the 
net inflow of foreign capital but from a surplus on cur- 
rent account, notwithstanding a further relaxation 
of import control and a continued increase in imports. 
The surplus was achieved through increased production 
of gold and increased exports of uranium, wool, and 
other products. 

Sources: The Financial Times, London, England, May 7 


and 8, 1957. 


Governor of Bank of Ghana 


Mr. Alfred Eggleston has been appointed Governor of 
the Bank of Ghana for a term of five years. The appoint- 
ment was announced by the Ghana Finance Ministry and 
will become effective July 1. Mr. Eggleston is at present 
Managing Director of the Ghana Commercial Bank. 


Source: The Financial Times, London, England, May 6, 


1957. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained free of charge by applying to 


The Secretary 
INTERNATIONAL MONETARY FUND 
1818 H Street, N. W. Washington 25, D. C. 





